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INTRODUCTION 



With the advent of the McNamara- Hitch team in the Department of 
Defense, Comptroller ship in the Navy merits increased attention. This 
author makes the assumption that comptrollership is here to stay in one 
form or another. The total field, however, is much too large for the 
scope of one thesis, so it is towards the area of the "right man for the 
job" that this paper will be directed. 

Specifically, the question of whether line or supply officers 
should more appropriately be assigned to financial management duties, 
will be developed in detail. 

Of necessity a modicum of general comptrollership history, 
development and background must be included in order to determine most 
effectively the functions to be performed and who shall perform them. 

Some of the particular questions to be answered are: What is the trend of 

Naval CoD5)trollership7 Why has the Supply Corps had so little to do with 
financial management in the field and at Departmental levels? Why was the 
natural relationship of the Supply Corps to finance disregarded? Are there 
any existing legal barriers to the expansion of the Supply Corps into all 
Comptrollership areas? What are the relative qualifications and advantages 
of line vs. supply corps officers in the financial management area? Is 
comptrollership tending to negate its effectiveness by reaching for command 
power instead of providing a staff service? 
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The methods of research are indicated by the bibliography and 
include interviews, speeches, books and articles on the subject matter. 
All memoranda quoted are from Department of Defense files. 

The chapter sequence generally follows a chronological order 
except for the concluding one. Certain appendices have been included for 
the convenience of the reader, as an aid in matching events with persons 
and dates. 

Other related areas which could be developed at later dates might 
include the stock fund and industrial fund concepts, totally integrated 
and simplified accounting systems (efforts to eliminate the "red tape" 
concept of financial management), and effective uses of comptrollership 
in periods of war or national emergency. 



% 



CHAPTER I 



DEVELOPMENT OF NAVAL COMFTROLLERSHIP 
Background 

Budgeting with all of its ramifications is one of the major 
functions of Naval Comptrollership. Thus one mi^t say that comptrollership ^ 
in the Navy stems from the Budget and Accounting Act of 1921. This act, 
in addition to creating the Bureau of the Budget and the Comptroller 
General of the United States, fostered the formation of the Office of 
Budgets and Reports under the direction of the Secretary of the Navy.^ 

So budget preparation and execution in the Naval Establishment was an 
established function many years prior to the enactment in August, 19^9 
of Title IV, Public Law 2l6 of the 8lst Congress. 

The advent of the Second World War created such a deluge of 
financial reports and statistics that the military budgeting and accounting 
systems were unable to cope with the added requirements imposed upon -them. 

As the Ifader Secretary of the Navy at this time, James V. Forrestal 
became interested in the problem when he found it virtually impossible 
to obtain satisfactory program costs or adequate, timely financiaul 
information. Forrestal would receive different- sets of figures concerning 



^U. S. Department of the Navy, Bureau of Naval Personnel, 

Financial Management in the Navy: Nav Pers 10792-A , 2nd ed., 19^2, p. 11. 
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the identical program, project or operation, from the Bureau of Supplies 

and Accounts, the Office of Budget and Reports, and the other technical 

bureaus. He enlisted the aid of Mr. Paul Grady of Price Waterhouse and 

2 

Co. to try to bring some order out of the existing chaos. And eventually 
a committee, chaired by Mr. Grady and including the Chief of the Bureau of 
Supplies and Accounts, Rear Admiral W. B. Young, and Norwood P. Cassidy, 
Director of Accounting, Bureau of Supplies and Accounts, among others, 
was formed and charged with making specific recommendations concerning 
the consolidation and centralization of budgeting and accounting. In 
mid- 1943 , this committee recommended that a Comptroller of the Navy be 
established at the Secretary's level, to be vested with full authority 
and responsibility for budgeting and accounting throughout the entire Navy. 
In addition the Comptroller was to maintain close liason with the Director 
of Budget and Reports concerning the rendition of accounting statements. 

This idea, though accepted by Mr. Forrestal, who by now had 
succeeded Frank Knox as Secretary of the Navy, was not saleable to the 
Naval bureaus and off ices. ^ One reason was the violent objection of the 
Chief of the Bureau of Supplies and Accounts, Rear Admiral Willi^ Brent 
Young, who maintained that the Naval Comptroller should be placed, not at 
the Secretarial level, but in the Bureau of Applies and Accounts. 

Another, and perhaps wore important reason was psychologicsd in nature, 
in that the term "Comptroller, " connoted usurpation of traditional naval 



2lnter\'iew with Norwood P. Cassidy, former Assistant Naval 
Comptroller for Accounting and Finance, February 10, 1965* 



Norwood P. Cassidy, "Financial Management in the Navy," Speech 
delivered before the Federal Government Accountants' Association, Los 
Angeles Chapter, February 13, 195?. 
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officer management prerogatives, particularly as the prerogatives pertained 
to the Chief of Naval Operations, his staff, and the Naval Bureau Chiefs. 

As the Committee investigating financial management in the Department of 
Defense stated: 

The Committee considers it unfortunate that the term 
Comptroller (Controller) as it is used for officials in the 
financial management area often leads the uninitiated to 
the conclusion that the function of a person with this title 
is to control. The successful Controller does not control 
in the usual meaning of the term. He does head an organiza- 
tion that has great opportunity to he of service in recording, 
reviewing, analyzing, and interpreting facts generally 
expressed in monetary terms. His function and that of his 
staff is to present the facts in a manner that will aid the 
commanders or other managers in making sound effective 
operating and administrative decisions.^ 

Balked in the official formation of a Naval Comptroller 
organization, Forrestal, undeterred, administratively created the position 
of Fiscal Director of the Navy and made this official the accounting 
countei^axt of the Director of Budgets and Reports. He was also made 
responsible for the integration of the accounting system with the budget.^ 
Since the budget at this time was the responsibility of a statutory budget 
officer, a Rear Admiral of the unrestricted line, this integration was 
indeed a delicate commission. 

Mr. Wilfred J. McNeil, a reserve Supply Corps Rear Admiral, 
resigned his commission and was appointed as wlife Navy's first fiscal 
director on l4 December, 1944.^ Subsequently, with enactment of the 



^U. S., Department of Defense, Financial Management in the 
Department of Defense: the ^^/hite Report , Noveniber, 1^4. p. 3-4. 

^Cassidy, "Financial Management in the Navy." 

^U. S. Senate, Preparedness Subcommittee No. 3 of the Committee 
on Armed Services, Interim Report Implementation of Title IV, National 
Security Act of 194? as Amended 83rd Cong. . 1st Sess.. 1Q‘S4. p. 1ST. 
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National Security Act of 19^7^ McNeil became the Assistant Secretary 
of Defense and later successfully sponsored the bill which was to establish 
statutory comptrollership for the entire department of Defense, i.e.. 

Title IV of Public Law 26l. With the enactment of Title IV, McNeil 
became the first Comptroller of the Defense Department. 



The Need for a Navy Comptroller 

As James Forrestal recognized the need for a formal Navy 

Comptroller organization in 19^^^ so Title IV of Public Law 2l6 statutorily 

fulfilled this need when enacted in 19^9* 

The prime mover behind the enactment of Title IV was the Second 

Hoover Commission which concluded that financial management, or 

comptrollership was urgently required in the Federal Government, and 

particularly in the Department of Defense, and stated: 

Budgeting and accounting go hand in hand. Siams budgeted ■ 
in advance are subsequently accounted for as obligated and 
spent. The activities are the same and the accounts 
themselves must be the same. Only by making comparisons 
between similar activities and between the same activity in 
one year against another year, can efficiency be tested. 

, Only by making the head of each activity financially 
responsible for eill costs of his program, can he be held to 
account. Only by modernizing the Federal system of 
budgeting and accounting will it be possible to tell 
exactly how much any single program or project is costing. 

The Federal Government must be able to assess results 
intelligently 

Here it is explicitly recognized that an integration and 
consolidation of budgeting and accounting functions might provide at least 
a partial answer to the complicated entanglement of governmental finance. 



'•'"u.S. Senate, Financial Management in the Federal Government , 
Docun^nt No. 11, 87th Cong., 1st Sess.,~196l, p. 5^* 
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However, the force which propelled this statute into law vras the 
eilmost unanimous concern of Congress over the state of defense budgeting 
and accounting. The following portrays their feelings: 

Intricate Federal laws compel the businessman to maintain 
the most modern and accurate accounting systems possible. 

Yet these laws do not apply to the same Federal Government, 
nor do we find that modern and accurate fiscal methods are 
employed in the operation of the Federal Government. 

In li^t of the great advances that have been made in 
budgetary and accounting techniques, it is appalling to 
examine the fiscal operation of the Military Establishment 
and find that the accounting system has been jerrybuilt 
since the days of George Washington. 

Let it be emphasized that . . . there is a tremendous 
difference between the operations of the Department of 
Defense and a profit making organization. We do not say 
that the Department of Defense should be 'run like a 
businessi' It cannot be. 

But let it also be stated just as plainly that the money 
and material entrusted to the Department of Defense must 
be efficiently used and accurately accounted for. If the 
American people and their Congress are to be assured both 
that the military is operating as effectively and 
economically as possible, and that the decisions they make 
are reached only after accurate information has been 
presented to them on the costs of the various programs 
requested, then we must have accurate fiscal records, 
inventories and budgetary systems. 

Ever since the operations of our military have assumed 
such large significance in the national budget, there has 
been a demand for the adoption of more up-to-date 
businesslike procedures.® 

Title IV was thus added by Public Law 2l6 as a new Title to the 
National Security Act of 19^7 • Through it, tfte Department of Defense 
financial management structure was reorganized. More specifically, 

Title IV: 

1. Provided for the establishment of a Comptroller for the 
Office of the Secretary of Defense and a Comptroller in each 
of the three military Departments, ih order that there may 
be an organized effort to carry out these [^the promotion of 
efficiency and economy] objectives. 



®U. S. 

Armed Services, 



Senate, Preparedness Subcommittee No. 3 of the Committee on 
loc . cit . , p. 1. 
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2. Directed that a performance- type budget be adopted by the 
Department of Defense with a segregation of operating and 
capital programs. 

3 . Provided for the establishment of uniform terminologies, 
classifications, reporting systems, accounting and internal 
audit projects and common use of disbursing facilities. 

if. Authorized the establishment of working capital funds 
for the organization of inventories for the three military 
departments into stock funds and for the operation of 
industrial- and commercial- type activities and integral • 
working units. 

5 . Authorized the establishment of departmental management 
funds to facilitate the carrying out of joint and special 
operations. 

6. Provided for reports of property on a quantitative and 
monetary basis. ^ 

After the passage of Public Law 2l6, Louis A. Johnson, then 
Secretary of Defense, .stated that it: "... not only reflects the 

recommendations of the (Hoover) Commission concerning the National Military 
Establishment, but it also makes applicable to the National Military 
Establishment many of the Commission's broad budgeting and accounting 
recommendations . 

To comply with the requirement of this Act, the Secretary 
established the Office of the Comptroller of the Navy on 1 June 1950 and 
designated the then Assistant Secretary of the Navy for Air, John F. 
Floberg, as the first Comptroller of the Navy. In 195^^ as a result of 
congressional legislation, two additional secretaries were provided for 
each service, and in the case of the Navy, one of the new assistants was 
to be designated as the Assistant Secretary for Financial Management, and 



^Ibid . . pp. 75-76 
^ ^Ibid . , p. 76 . 
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could also act as Comptroller if so designated by the Secretary. The 
number of assistant secretaries was reduced by the Department of Defense 
Reorganization Act of 1958 and the Assistant Secretary for Financial 
Management was one of those eliminated. In 196l, however, the position 
was reinstated and is currently occupied by the Honorable Victor M. 
Longstreet.^^ 



Defense stated that the basic functions of DOD financial management should 
be as follows: 

Budgeting and Fimding — the review and translation of 
programs into financial terms and providing the financing 
essential to their execution. 

Accounting — the classifying, recording and reporting 
of financial data. 

Expenditure and collection of funds — commonly called 
the finance or disbursing function. 

Progress reporting and statistics — the provision and 
interpretation of data for command and management 
purposes. 



Marshall, Secretary of Defense, to the Secretaries of the Army, Navy and 



Basic Function of the Military Comptroller 



The White Report on Financial Management in the Department of 



Auditing — review and follow-up on performance and 
furnishing findings and appropriate recommendations to 



command and management.^' 



These findings had their precedent in a memorandum from George C. 



Air Force (see Appendix B) . In this memo concerning comptroller (in the 
Defense Department) functions and organization, Marshall mentions, "budget 




^^Bureau of Naval Personnel, on. cit . , p. 17 . 

S. Department of Defense, Financial Management in the 
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administration, cost accounting, accounting for all property, appropriation 
and fund accounting, disbursing and receiving cash, statistical and 
progress reporting, and auditing. 

Since the civilian comptroller and his military counterpart evolved 
as their organizations grew in size and complexity, i.e., increases in 
accounting, increases in size and volume of reports, requirements for more 
sophisticated management and internsil auditing techniques, and additional 
tax and budget problems, it is not surprising that the traditional 
functions of the civilian con^jtroller have been carried over into 
government. 

The officieil organ of U. S. business controllers, the Controllers' 
Institute of America has issued the following all-inclusive list of 
controller ship functions : 

1. To establish, co-ordinate, and maintain, through 
authorized management, an integrated plan for the control of 
operations. Such a plan would provide, to the extent 
required in the business, cost standards, expense budgets, 
sales forecasts, profit planning, and programs for capital 
investment and financing, together with the necessary 
procedures to effectuate the plan. 

2. To measure performance against approved operating 
plans and standards, and to report and interpret the 
results of operations to all levels of management. This 
function includes the design, installation, and 
maintenance of accounting and cost systems- and records, 
the determination of accounting policy, and the 
compilation of statistical records as required. 



13 

U. S., Memorandum from the Secretary of Defense to the 
Secretaries of the Army, Navy and Air Force, Comptroller Functions and 
Organization. September 27, 1950. 
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3* measure and report on the validity of the objectives 
of the business and on the effectiveness of its policies, 
orcanisation structure, and procedures in attaining those 
objectives. This includes consulting with all sef'Tncnts of 
management responsible for policy or action concerning any 
phase of the operation of the business as it relates to the 
performance of this function. 

4. To report to government agencies, as required, and to 
supervise all matters relating to taxes. 

5. To interpret and report on the effect of external 
influences on the attainment of the objectives of the business. 

This function includes the continuous appraisal of economic 
and social forces and of governmental influences as they 
affect the operations of the business. 

6. To provide protection for the assets of the business. 

This function includes establishing and maintaining adequate 
internal control and auditing and assuring proper insurance 
coverage. 

Brooks Heckert and James Willson distilled this and extracted the 
following four basic financial management functions as most applicable to 
the modern-day comptroller: 

a) The accounting function, including the corporate, general 
financial, and cost accounting operations, together with the 
methods and systems activities embracing the design, installation, 
and custody of all accounting books, records, and forms, and the 
co-ordination of the clerical and office systems and facilities 
throughout the company. 

b) The auditing function , including the establishment and 
maintenance of internal controls, the audit of receipts and 
disbursements, general internal auditing, and the general 
relationship vrith the company's public accountants. 

c) The ta:c function , including the assembly of information 
and the preparation of returns for income, excise, and payroll 
taxes, and the general relationship ■v/ith tax agents and 

audi tors . 



^^David R. Anderson and Leo A. Schmidt. 
(Homewood, 111.: Richard D. Irv/in, Inc., I961) 



Practical Comptrollership 

, p. 11. 
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d) The inter-nretivc fimctio’i , includinc the preparation, 
analysis, and statistics to assist the directors, officers, and 
general management of the company in the formulation of plans 
and policies, the measurement of results, or for other purposes 
of internal or external use. ^5 

These functions and the additional related one of preparing, 
consolidating and administering "budgets are generally concurred in by such 
accepted authorities as J. Hugh Jackson, Leo A. Schmidt, and Thornton 
Bradshaw. 



Title rv Implementation 

Morris Janowitz wrote, "Traditional attitudes are institutionalized 
by the requirements of military organizatidn and planning. l‘/hcn war-making 
becomes more technical, the military establishment requires years of 
preparation and advance thinking. Sudden developments are resisted as 
disruptive, for it takes years to translate ideas into weapons systems. "^7 
This quotation aptly depicts the state in which many senior military 
officers found themselves with regard to this "new" concept of 
comptroller ship. Just prior to the passage of Title IV, Public Law 2l6, 
Admiral Louis Denfeld, Chief of Naval Operations at the time — in a letter 
to the Secretary of the Navy — summed up the prevailing fears of his fellow 

senior officers. Applicable portions follow: 

— ^ 

^^Brooks Heckert and James D. V/illson, Controllership (New York: 

The Ronald Press Company, 1952), p. 497* 

^^or additional readings in this area see the bibliography under 
these authors. 



17 

Morris Janowitz, The Professional Soldier (Glencoe, 111. : 
Free Press of Glencoe, i960), p. 22-23. ~ 
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The inevitable comptroller- type functions arising from 
developments in the field of unification and from bud"etary 
pressures are presently beinc performed on a good-’.Jill and 
cooperation basis by a loose confederation of the Office of 
the Secretary of the Navy and the Office of the Chief of 
Naval Operations (Deputy Chief of Naval Operations for 
Logistics and Chief of the General Planning Group), and the 
Office of Budget and Reports. 



The sum total of Naval Effort is expressed in terms of 
major programs, and the practical expression of these Naval 
programs is found in the current basic Naval Establishment 
Plan. 



The programs which supnort the operating forces and 
maintain the prescribed mobilization base have no other 
purpose or justification than to maintain the U. S, Naval 
forces in the prescribed degree of readiness, to enable them 
to effectively undertake D-Day missions, and to expand in 
accordance with prescribed phasing thereafter. 

From . . . the above, it is apparent that the purpose, 
scope and tempo of every Navy program stem from purely 
military needs; therefore, only the Chief of Naval Operations 
should prescribe the degree of emphasis to be placed on each 
and every program, and discretion in this matter should not 
be vested elsewhere. j^Note here the misconception of the 
term "Comptroller, " and the inchoate fear of "control" from 
iTithout being imposed. 3 

The accomplishment of every logistic program is a function 
of dollar expenditure and dollar management. Therefore, 
discretion in the matter of dollar management should be vested 
in a military officer subordinate to the Chief of Naval 
Operations, and, himself, qualified for unrestricted command. 

[|The statement]] . . . above does not and is not intended 
to interfere with the overriding authority of civilian 
control as vested in the Secretary of the Navy , nor does it 
cut across those technical functions properly vested in the 
technical Bureaus. It does, however, and is intended to, 
insure against the diverting of funds to projects and programs 
not in consonance t'Tith the Chief of Naval Operations' approved 
military programs and not in consonance with the most 
efficient and economical support of those military programs. 

The comptroller functions should include fiscal management, 
budget management, statistical control and management 
engineering. . . . the integration of these activities must be 
tov;ard the end of the greatest efficiency and economy in 
support of the military programs, and therefore, should be 
coordinated by the command echelon in the person of a military 
(line) Comptroller. "1° 



S., Memorandum from the Chief of Naval Operations to the 
Secretary of the Na-'/y . July 26 . 19^9. It^ics mine. 



Thus the struc^le over implementation commenced even prior to 

passage of the law. The subsequent enactment of Title IV with its 

statuatory Dcpartinent of Defense comptrollership requirements caused 

19 

continuing consternation among senior military officers. 

Mr. John H. Dillon, Administrative Assistant to the Secretary 

of the Kavy substantially agreed with Admiral Denfeld’s views, but in 

writing a rejoinder to the Denfeld letter ( after Title IV was law), he 

proposed that since the Comptroller of the Department of Defense was by 

law to be one of the Assistant Secretaries, then for consistency so should 

be the Comptroller of the Kavy. In addition he urged that the Comptroller 

be immediately appointed and that as soon as the appointment was effective, 

the Navy Fiscal Director and Office of Budget and Reports be placed under 
20 

his supervision. The Assistant Secretary of the Kavy for Air, John 
Floberg, was then assigned the additional task as first Comptroller of the 
Navy on 1 June 1950^ anJ the Director of the Office of Budget and Reports, 
Rear Admiral Herbert G. Hopwood was made his deputy. 

The Bureaus and Departments moved exceedingly slowly in transferring 
proper financial management functions to the new Comptroller. 

A few months after his appointment. Secretary Floberg was still 
receiving little cooperation in his efforts t^ put the new organization on 
a paying basis. He called all of the Chiefs of the various Navy Technical 
Bureaus to a special meeting in his office, and in effect, told them to 



^^Interview with B. H. Dozier, Deputy Assistant Comptroller for 
Field Activities, February Z, 19^5 • 

S., Memorandum from the Administrative Assistant to the 
Secretary of the Navy, to the Secretary of the Na\'v, August 9» 19^9« 
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cease and desist in their obstructionist tactics or suffer the consequences. 
With this show of strength, an emasculation of financisLl management at 
the outset was avoided, and the organization began to assume direction 
and responsibility. 2l 



Summary 

It was therefore recognized that the general budgeting and 
accounting systems of the military establishment required overhauling. 
Title IV laid the formal foundation for this overhauling, but considerable 
controversy arose over precisely where the comptroller should be placed 
within the organization; what his exact functions were to be; how much, if 
any, line authority he should have; and who (military or civilian, line or 
staff) should occupy the billets which were formed. 

There v;as a wide divergence of opinion as to just how v/ell 
comptrollership had been accepted and implemented. The Comptroller of the 
Navy in 195S^ J. Sinclair Armstrong said, 

I have been told that many segments of the Navy did not 
- receive the advent of comptrollership very warmly. I think 
this is understandable, because the concept of comptrollership, 
which was taken largely from private industry, was not 
generally understood. I think the Navy acted wisely, and 
decided at the outset that comptrollership should not be 
forced by edict upon bureaus and field activities. It was 
determined, rather, that such organizations should come 
about largely by evolution. As in the case of private 
industry, the merits of controllership have had to be 'sold' 
to management. Tti s has been primarily an educational 
effort . 

At the present time, nine years after the enactment of 
' Title IV, I think comptrollership is widely accepted in the 
Navy .22 



^^assidy, interviev;, loc . cit . 

op 

. Sinclair Armstrong, "Financial Management in a Military 
Department, " speech delivered at the Industrial College of the Armed Forces, 
Washington, D. C., November 6, 1958. 



I 



I 

I 



4 



I 



1 

I 

( 

I 

I 



-16- 



In spite of this hiehly optinistic statement, i. e., 
"comptrollership is widely accepted in the Navy," only four years 
previously the Senate Armed Services Preparedness Subcommittee had said 
that Title IV had not been truly implemented and in fact, had gone 
practically unheeded. Their reasons were: 

First: The Korean War. In the overriding rush of defense 

preparations and e;<ecution of the war, little time could be 
spared to work on fiscal methods. 

Second: The sheer size of the undertaking. It v/ill be an 

enormous, continuing task to remodel the huge budgetary and 
fiscal structure built up over a period of many decades. 

Third: Ignorance of the provisions of Title IV and of 

understanding of its intent . Common experience has shown 
that ignorance and misunderstanding may develop into inertia, 
resistance and antagonism. Unfortunately, antagonism 
toward Title IV did develop in some areas. ^3 

Why this divergence of opinions? Were they based on bias, or had 
tremendous improvements taken place during the intervening four years? 

In the next chapter some of the aspects of this "antagonism," "ignorance" 
and "inertia" will be investigated, particularly as it applies to the role 
played by the Supply Corps before and during the early days of Title IV. 



^3u. S. Senate, Preparedness Subcommittee No. 3 of the Committee 
on Armed Services, on. cit . , p. 2. ’ 
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CHAPTER II 



SUPPLY CORPS RELATIONSHIPS V.1TH NAVAL 
COMPTROLLER DEVELOPMENTS 

A Penchant for Missing Golden Opportunities 
The first involvement of the Supply Corps in an incident which was 
to have significant impact on the control of coE 5 )trollership in the Navy, 
and responsibilities therefore, took place at the time of the creation of 
the Naval Budget Officer in 1921. The Chief of the Bureau of Supplies and 
Accounts at this time, was Rear Admiral David Potter. In 1923 the Budget 
Officer was made a separate billet. It had previously been held as a 
collateral duty by the Chief of Naval Operations. At this tine discussions 
were held and the consensus was that the office should be incorporated 
as a division of the Bureau of Supplies and Accounts. However, Admiral 
Potter was adamantly against this for indeterminable reasons. And as a 
result the office was formed within the Secretary of the Navy's 
organizational sphere, and with the statuatory requirement that a line 
officer be Director of said office.^ This orJLginal statuatory requirement 
is in effect today in that the Assistant Comptroller of the Navy, Director 
of Budget and Reports (successor to the old Office of Budget and Reports) 
is still legally required by Paragraph 50? of Title 10 to be a Rear Admiral 
of the unrestricted line. The current incumbent is Rear Admiral Fred 
Bennett. 



^Interview with Norwood P. Cassidy, former Assistant Naval 
Comptroller for Accounting and Finance, February 10, 1945. 
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Thc next Chief of the 3 :reau of oupplies and Account c to become 

actively involved in this area in a meaningful way was Roar Admiral 

William Brent Young. Admiral Young, at the urging of Secretary Forrestal, 

officially instigated the Grady Committee mentioned in Chapter II. 

Although the committee report recommended that the comptroller be placed 

at the Secretarial level. Young insisted that he (the comptroller) be 

2 

placed within the Bureau of Supplies and Accounts. And, as has been 
noted also, this opposition along with others, effectively stifled 
comptrollership, per se, in the Navy until 19^9. 

To set the stage properly for the events and discussions leading 
up to Title IV, it would be well to try and distill the flavor and 
attitude of the Supply Corps of 19^8-1950- 

Prevailing Attitudes toward Financial Management 

Several of these postures have had considerable bearing on the 

fact that the initial (and subsequent) assignment(s) as Deputy Naval 

Comptroller have gone to a line Rear Admiral, and that many of the field 

comptroller billets have been filled by line and other staff corps officers. 

In the first place, there was a general consensus on the part of 

line officers that Supply Officers as a whole felt that their first 

c- 

allegiance was to the Bureau of Supplies and Accounts, and second, to 
their immediate commanding officers. This led to the conclusion by many 
commanding officers that this Bureau was bypassing their command authority 
by dealing directly on matters of supply and finance, either covertly or 
overtly, with the Supply Officer attached to the command. ^ This image 

%bid . 

^Ibid. 
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of the Supply Corps naturally did not contribute to a commander's idea 
of a closely-knit team effort on the part of his department heads. 
Historically then the Bureau had exerted great influence over Supply Corps 
Officers in the field. Secondly, the Supply Corps itself was a "house 
divided," in that fiscal billets and those officers filling them were, 
consciously or subconsciously, considered as "poor relations," and such 
billets were to be assiduously avoided if one aspired to promotion to 
senior ranks. In short, fiscal billets were not considered the best 
selection billets.^ Fiscal billets at that time were those in Disbursing 
Offices ashore, Navy Audit Offices, Naval Finance Offices, etc., while 
so-called "supply" billets were those as supply officers of ships or 
stations. Naval Supply Depots and Centers, Supply Demand Control Points, 
etc. 

And lastly, the Supply Corps feared that with comptrollership, 
civilians would inherit many of the ashore financial jobs then available 
for Supply Corps officers. 5 

This last attitude may seem in contradiction to the general 
disdain in which fiscal billets were held. However to apply Wildavsky's 
"Strategies" of budgetary politics, to the military situation, regardless 
of how undesirable certain billets may be, th^ greater quantity of billets 
which an organization can obtain, the greater seems the organization. 

^Ibid . 

^ Ibid . 

^Aaron Widavsky, The Politics of the Budge tar;;- Process (Boston: 
Little, Brown, and Company, 1964), pp. 111-112. 
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The Struggle for Power 

In the interim period from the passage of Public Law 2l6 in 
August of 19^9j to the appointment of a Naval Comptroller in June of 
1950, there began a power struggle within the Navy, not only as to what 
the functions of the Naval Comptroller, his staff and field activities 
would be, but also who would fill these positions. It was really a three- 
way struggle between line, staff (Supply) and civilian (career civil 
service)."^ Understandably, there are very few written records of the 
discussions which took place. 

However, Admiral Denfeld, a few days prior to passage of the law, 

communicated to the Secretary of the Navy: 

. . . that the Comptroller |_Note: not the Deputy but the 

Comptroller*! be an officer qualified for unrestricted 
command, and separately am prepared to recommend that the 
Comptroller hold the rank of Vice Admiral and occupy a 
position in the organizational structure of the Navy 
comparable to that of a Deputy Chief of Naval Operations. 

I further recommend that: 

(a) the Comptroller’s Deputy for Budgetary Affairs 
be a Naval Officer 

(b) the Deputies for Fiscal Affairs and Management 
Engineering be either Naval Officers or 
civilians, the appointments being predicated 
solely on individual Qualifications .^ 

It is interesting to speculate as to why mention of "individual 
qualifications" is mentioned only with regar^ to the Deputies for Fiscal 
Affairs and Management Engineering. Perhaps, because it was only on these 
particular appointments that the Chief of Naval Operations felt it was not 



^Interview with Fred Demeret, .'issistant Director of the Progress 
Reports, and Statistics Divisio.n of the Office of the Naval Comptroller, 
December 29, 19^4. 

®U. S., Memorandum from the Chief of Naval Onerations to the 
Secretary of the Navy , July 26, 19^9. Italics mine. 
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necessary for him to have final say as to \iho should fill them? Possibly 
it was because at this time there were very few Vice Admirals qualified 
for unrestricted command who could also qualify in the broadest meaning 
of the word, as Comptroller of the Navy. 

However, since by Title IV an Assistant Secretary of Defense would 
be the Department of Defense Comptroller, the Secretary of the Navy at the 
insistence of Mr. Dillon^ decided that so too should the Comptroller of the 
Navy be an Assistant, or Under Secretary. But the struggle continued with 
regard to the Deputy Comptroller. 

The Assistant Secretary of the Navy for Air was to be given the 
collateral duty as Comptroller. Prior to his appointment, he had the 
mission of drawing up the Charter of the Comptroller of the Navy, and 
determining who would fill the post of Deputy Comptroller. 

A new Chief of Naval Operations, Admiral Forrest Sherman, took up 
the Denfeld cudgel when he wrote that "the best interests of the Naval 
Establishment require that if the Comptroller be a civilian, his principle 
deputy should be a professional Naval Officer of the Line qualified for 
unrestricted command. 

The arguments continued in writing over the exact wording of the 
Charter, and in conference over who should be^appointed Deputy Comptroller. 
The Supply Corps at this time vras really dealing from a position of 

9 

"^U. S., Memorandum from the .Administrative Assistant to the 
Secretary of the Navy, August 9^ 19^9* 

S., Memorandum from the Chief’ of Naval Operations to the 
Assistant Secretary of the Navy for Air, Duties and Rest)onsibilities of 
the Office of the Comptroller of the Nav~'r , April 20, 1950- 
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weakness due to the prevailing attitudes and internal dissension mentioned 
previously . 

A Decision Is Made 

On 1 June 1950, Secretary of the Navy Francis ?. Matthews, 
officiailly appointed John F. Floherg, the Assistant Secretary of the Navy 
for Air as Comptroller, and named Norvrood P. Cassidy, the incumbent Fiscal 
Director, as Deputy Comptroller. Apparently, intensive arguments were 
interposed in regard to this latter appointment to such a degree that Mr. 
Cassidy's appointment was rescinded within 48 hours and a line Rear Admiral., 
Herbert G. Hopwood, was made Deputy in his stead. The precedent of 
this line appointment has remained in effect. 

As Vice Admiral C. W. Fox (SC) USN. Ret., who was Chief of the 
Bureau of Supplies and Accounts at the time, wrote, "The Chief of Naval 
Operations decided the Comptrollership of the Navy to be a command function 
hence it should not be delegated to a staff corps. I might add that with 
possibly one exception, the other chiefs of bureaus supported the decision 
of the Chief of Naval Operations. 

While similarly, the highest ranking Supply Corps Officer on 
active duty at the time. Vice Admiral E. D. Foster, said: 

The reason inevitably given for making the top comptroller 
job a line billet was . . . that it (Comptrollership) was a 
command function. This I assume was based on the premise that 
he who holds the purse strings controls the function, including 
operations. If this maxim were here applicable assigning it to 
the Supply Corps would be 'putting the cart before the horse. '^3 



11 



Personal interview ^ri.th B. H. Dozier, Deputy Assistant Controller 
for Field Activities, February 3, 1985- 

^^Letter from Vice Admiral (Ret.) C. 'W. Fox (SC) USN, January 1, I 965 . 
^3Letter from Vice Admiral (Ret.) E. D. Foster (SC) USN, January 4, 



1965. 
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The ar^iiiiientG advance^ p^o and con over the above point will he 
examined more fully in Chapter V. 

After these two aforementioned appointments had been made, the 

Comptroller's organizational structure began to be formed. First, the 

core of the organization was created by assigning, in toto, the Office 

of Budget and Reports and the Office of Fiscal Director to the supervision 

of the Comptroller. And slovly the additional functional areas which 

constitute Naval Comptrollership today were pulled together in the Naval 

Comptroller's organization. But not \7ithout opposition.' As has been noted 

before, at the outset. Secretary Floberg had his problems with the Bureau 

Chiefs, and as late as 195^^ the Bureau of Supplies and Accounts was 

“dragging its feet" to such an extent over the transfer of certain 

disbursing and accounting functions, that the Chief of the Bureau, Rear 

Admiral Murray L. Royar, in a showdown vrith the Comptroller, Thomas Gates, 
Ih 

was relieved. 

As an example of how sensitive this functional transfer area was, 

I will quote the following as an indication of efforts that were made 
to soften the blow: 

I have heard some Supply Corps Officers express the feeling 
that the law(jTitle IVJ went too far and that accounting responsi- 
bility, other than the establishment of besic policy, should have 
been left with the Bureau of Supplies and Accounts. The law 
itself, however, as well as the intent of the law, as expressed 
in the learings and the committee reports made it clear what the 
Congress expected the Department to establish and to accomplish. 

Accordingly, beginning in 1950, various accounting and 
audit functions carried on by the Bureau of Supplies and Accounts 
have been transferred to the Office of the Comptroller. The 
Cost Inspection Service, new known as* the Contract Audit Division 
of the Comptroller's Office, was the last sizable function to be 
transferred. 



l^assidy, interview, loc. cit . 
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riow another tranofor of niana”:eir.ent reci^onoibility is 
iiaainont and will soon be accomplished. For some time it 
has been apparent that manajement responsibility for the 
Navy Regional Accounting Office should be lodged at the 
Secretarial level under the Office of the Comptroller. 

The Navy Re,<^ional .Accounting Offices provide, on an 
area basis, an accounting service for the various bureaus 
and other components of the Na’.ry as v.'ell as the Office 
of the Comptroller. In doing this, they carry out the 
technical responsibility of the Office of the Comptroller. 

I feel, as do the Secretary and the Under Secretary, 
that management control of the Navy Regional Accounting 
Offices can be improved by placing authority and direction 
over trace offices under the Office of the Comptroller. 

In this way, the Navy-wide service of the Navy Regional 
.Accounting Offices can be more closely tied in with the 
requirements of the other financial management functions, 
such as budgeting and progress reporting, which have made 
extensive use this past year of the service of the Navy 
Regional Accounting Offices, particularly in the area of 
expenditures . 

Arrangements for the transfer of management responsibility 
of the Navy Regional Accounting Offices are presently being 
worked out betv/een our office, the Comptroller’s Office, and 
the Bureau of Supplies and .Accounts, vrorking under the 
guidance of the Under Secretary. There v.-ill also be transferred 
the Navy Accounts Disbursing Offices, the Navy Officers' 

Accounts Office, and the Navy Finance Center. 15 

As these organizational changes occurred and the Bureau of Supplies 
and Accounts was steadily relieved of its Na’'/y-wide financial responsibilities 
it vrould perhaps now be appropriate to change the title of this Bureau to 
simply, "The Bureau of Supplies." 

And so the organization has progressed to that sho\m in 

o- 

Illustration 3-1 • The six top management billets are assigned as follows: 
Comptroller of the Navy — civilian; Deputy Comptroller — line flag officer; 
Assistant Comptroller, Director of Budget and Reports — line flag officer; 
Assistant Comptroller, Accounting and Disbursing — civilian; Assistant 



Sinclair Armstrong, "Financial Management, in a ..ilitary 
Department, " Speech delivered at the Industrial College of the Armed 
Forces, V/ashington, D. C., November 6, 1958* 
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Civilian 

Manpower Division 




Comptroller, Field Activities- --supply Corps captein; Aaaitor General 
of the Kavy — Supply Corps flay officer or captain. 

It is v.'01'thy to note here that despite shifts in erranization, 
rearransement of functions, etc., basically and traditionally, billet 
assignments have follovred the precedents set years a^o. For suanplc, the 
Assistant Comptroller, Director of Budget and Reports evolved from the old 
Office of Budget and Reports, and the director has remained a line rear 
admiral; the j^issistant Comptroller, .Accounting and Disbursing evolved 
from the old Office of the Fiscal Director, and the head has remained a 
civilian; the Assistant Comptroller Field .Activities consolidates haval 
Comptroller field activities (less audit offices), all of which had 
previously been under the Bureau of Supplies and Accounts and each of 
vrhich is still manned by Supply Corps Officers, and this Assistant 
Comptroller is a Supply Corps Officer. And finally the Auditor General 
of the Kavy ’.rho takes charge of internal and contract auditing which, 
again — to a large degree — had been under the Bureau of Supplies and 
Accounts, particularly with regard to the contract audit area, ergo-- 
another Supply Corps assignment. 

If then, one does not wish to disturb traditions, only newly 
created offices, such as many of those in th^ field and that of Deputy 
Comptroller remain over which arguments may be advanced as to whether the 
Navy's financial mangement effort is best served by assigning these 
billets to Supply Corps officers or to a combination of line, civilian. 
Supply Corps or other staff officers. 

Therefore it seems than a lad: of initiative and cooperation in 
the early days cost the Bureau of Supplies dearly. If it desires to 
recoup, it should become more creative and innovative in attemnts to 



solve loth its, and line inanccnent * s problems. 

Prior to a discussion of these points, however, it v:ould be 
valuable to examine in some detail the Charter of the I^Iaval Comptrolle 
as it exists today, and try to interpret and clarify some of its more 
obscure areas. This will be done in the next chapter. 



CHAPISR III 



NAVY COMPTROLLERSHI?: LINS OR STAFF FILICHON? 

Tlie primary purpose of this chapter is to establish the foundation 



and basic precepts upon which will be erected the discussions, arciiments 
and conclusions ensuing in Chapters V and VI. Some of the material 
included in this chapter has been touched upon previously, most has not, 
but it remains necessary to consolidate the essential functions, and the 
specific and general ideas incorporated in the Charter of the Comptroller 
of the Navy, and Navy Comptroller Manual. 



The basic authority to establish the office of Comptroller of the 



Navy is contained in Title XV of Public Lav; 2l6, Section 420 (b): 

There is hereby established in each of the three military 
departments a Comptroller of the Army, a Comptroller of the 
Navy, or a Comptroller of the A.ir Force, as appropriate in the 
department concerned. There shall, in each military departmen- 
also be a Deputy Comptroller. Subject to the authority of the 
respective departmental secretaries, the Comptroller of the 
military departments shall be responsible for all budgeting, 
accounting, progress and statistical reporting, and internal 
audit in their respective departments. . . . The Secretaries 
of the military departments may in their discretion appoint 
either civilian or military personnel as comptrollers of the 
military departments. 

V.here the departmental comptroller is not a civilian, the 
Secretary of the department concerned shall appoint a civilian 



Statutory Provisions 



as Deputy Comptroller.-^ 




itv .^.ct .hnerdments of 1^-0 , Public 
^Ze IV, Section 420 (b) . 
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So^ the initial statutory rocuircuent gives vide prerogative to 
the service secretaries insofar as the appointment of military or civilian 
personnel to the job of comptroller and deputy. Really, all the lav boils 
dovn to is that one of the tvra appointees must be a civilian. As far as 
the legislative branch is concerned, the military appointee (if there is 
one) in the case of tne Ka\y could be a member of the Nurse Corps if she 
had the requisite professional qualifications. 

There are no follow-on requirements as to personnel qualifications, 
either professional or military, in the Charter of the Comptroller of the 
Na’vp/-, or the Navy Con^troller Manual. Therefore, it may be concluded th.at 
nowhere are there legal restrictions to a Supply Corps Officer being 
appointed as Deputy, or for that matter Comptroller of the Navy. As has 
been stated in Chapter III, the only statutory personnel requirement for 
the top hierarchy of Naval Comptrollership is the one stating that a line 
officer shall be the Assistant Comptroller, Director of Budget and Reports. 

After prescribing the general mission of the Comptroller, e. g., 
the areas of budget, accounting, etc., the Charter stated: 

In general, the Comptroller will funccion in a staff capacity, 
except in specific cases when operations are required in the 
discharge of his statutory responsibilities, or by specific 
directive of higher authority. Examples of these exceptions are: 

The conduct of audits, the provision of financial assistance to 
defense contractors, and the performance "bf central and regional 
accounting and disbursing operations.^ 

Here again, the concept of "staff" is emphasized. The first 
Comptroller of the Navy supported this concept when, in a memorandum to 
the Secretary of the Navy, he wrote : 

^U. S., Department of the Navy, Office of the Comptroller, Charter 
of the Comntroller of the Na\':'/ , June 12, 1959^ P« 1. 
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Tile idiscion of the Cor.:it 'olle.' ic to odvice ar.o c.ooio'e the 
Secretary of the I'lav^'’ in u.cielopin'‘ and rra.intaininp efficiency 
and econoay through budgetary ana fiscal procedures. In 
Ceneral, the Comptroller functions in a staff capacity. He 
also conducts auditing operations considered essential to a 
proper discharge of his statutory/ responsibility. 3 

And again this idea is stated in more definitive terms in Finar.ci-1 



Management in the Navy . 

Comptroller ship is not a line function, hovever. It is 
a staff function that seir/es line management in the area of 
financial management. Because the line official is ultimately 
responsible for his organization, the comptroller mahes no 
action decisions for the organization as a whole. He may 
recommend action, but orlLy the line official decides what 
action will be taken. 

The authority of the Comptroller stems directly from 
command and his responsibility is to that command. This is 
true whether we are speaking of th^ Comptroller of the Navy 
who is directly responsible to the Secretary of the Navy or 
the comptroller of a field activity who is responsible to 
the commander of that activity.^ 



It has been shown that the basic functions of the military 
comptroller differ little from those of his civilian counterpart. It is 
also true that the staff relationship of the civilian controller is widely 
accepted.^ 

Heckert and NgUson further support this premise v/ith: 



3u. S., Memorandum from the Assistant Secretaim/ of the Tis.v'r for Air 

^ — - - - - - — -- — 

to the Secretary of the Naw/’ ? September 4, 1951^ enclosure (ij. 
bureau of Naval Personnel, o£. cit ., p. 17-lS. 

^See, for example, David R. .^inderson and Leo A. Schmidt, Practicr'T 
Comptrollershit) , Richard D. Ii'win, Inc., Homewood, 111.: 1961, esp. p. 1 

'Thornton F. Bz’adshaw and Charles C. Full, Controllershi'D in lodern 
ManaP'ement , Richard D. Ind.n, Inc., Chicago, 1950^ PP» 6-b; and J. Hugh 
Jackson, The Comptroller , Ham'-ard University Press, Cambridge, .Mass., 19^9, 
P. 53. 
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The controller is chiefly a ^taff executive \/hosc primary 
function is to gather and interpret data which will be of 
assistance to other general and functional executives in the 
determination of sound policies and their successful 
execution.^ 

True, the comptroller is a decision-rraksr, but he is primarily 
an advisor to management in the area of finance. Again, it m^st be 
emphasized that he is a staff function, without line authority, except 
in his own department. 

The function of Comptroller ship is not an operation in and of 
itself. Comptrollers have no business of their own, yet everybody’s 
business is their business. It is a supporting- service function designed 
to insure the effectiveness of good business management. For as the 
late Secretary of Defense Charles 2. A^ilson said. 

The concept of a controller in the business world is a 
man who is competent and experienced in financial matters, 
who compiles the financial data and analyzes the figures 
and presents them in a form that will assist management to 
the greatest degree in carrying out its responsibilities 
in connection with the business."^ 



Interpretation of the Laws 

Now what are the responsibilities of this staff executive? The 
Navy Comptroller Manual states that ‘‘The Comptroller is directly 
responsible for budgeting, accounting, progress and statistical reporting, 
auditing, providing financial assistance to defense contractors and for 
the administrative organization structure and managerial procedures 



^eckert and V/illson, or. cit . , p. 9- 

S. Congress, Senate, Preparedness Subcommittee No. 3 of the 
Committee on Armed Services, op. c^t., p. 115. 
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relatins to, such responsibilities . . . 
these areas will be directed to’./ard how these functions should b e performed 
under the staff concept and within the framevorl-: of the ori 3 inal Charter 
concept as it has been incorporated into the -avy Ccsiptrollcr yainual. 

A. Budgeting 

1. " Fortnulatlon . Tine Comptroller prescribes Kavy-vi.de budget 

policies and procedures. L_This should be only as regards correct format 

for efficient processing^ proper times of submission, most efficient 

methods of allocation, i. e., only those policies and procedures which 

relate to the "hows" and "whens" of the process, not those relating 

primarily to the "whys."J He assists the Chief of Naval Operations 

and the Commandant of the Marine Corps in preparing the Department of the 

Navy's program objectives ■which become the basis for the preparation of the 

program change requests to the Secretary of Defense. |_If performed under 

the staff concept, it should be true assistance, not direction. The 

object should be to aid in proper format, and act as a collecting and 

coordinating agent.^ He provides guidance and iss'ues instructions to the 

bureaus and offices for preparation of the budget in support of the 

approved programs. [^A proper staff function.^ He reviews financial 

C- 

requirements and justifications for the various programs and coordinates 
the preparation of the Ka'vy's budget estimates for submission, after 
review and approval by the Secretary of the Na\ 7 -, to the Office of the 
Secretary of Defense, the Bureau of the Budget, and to Congress."^ 

3u. S., Department of the Navy, Office of the Ccmp^uo_ler, I'ci'rr 
Comptroller nual ('■'/ashing-con : U. S. Government Printing Office), Vci. I, 

par . 011001 . 



^Ibid . , par. 011051 . 






(_As long as the review of requirements ana Justifications is kept 'v/ithin 
the purview of the advisor^ this is a staff function. For example, the 
analyst should not question the nuinhcr of ships or aircraft needed in a 
particular program, hut he cosd_d properly question whether the number of 
aircraft requested can he produced by the rminufacturer during the budgetary 
period. If not, a recommended reduction would be in order. Analysts are 
not operators and should not presume to be. Another investigative area 
is that of duplication of requirements.]] 

”£xecution o The Comptroller conducts a continuous review of 
the execution of approved budget plans and programs. '[[Perfectly proper. 
This is really a type of internal audit of budget execution. However, the 
authority should extend only to a review, with a fon-rarding to the 
appropriate line authority, accounts of any discrepancies. The Comptroller 
should not have authority to directly act upon his findings. J He reviews 
and submits apportioriment requests to the Office of the Secretary of 
Defense and to Bureau of the Budget, and allocates apportioned and other 
funds to the bureaus and offices. ([The allocation should be as requested 
by the bureaus and offices unless otherwise directed by higher line 
authority .j[ wTien review shows variances from the budget plan he makes 
such readjustments in funding through revised'^allocations as may be 
appropriate. He conducts continuous study of the appropriation structure 
and assigned financial responsibilities as well as of budget practices and 
procedures of the various bureaus and offices for the purpose of developing 
improvements therein. |__A responsibility inherent \rith the general one 






of bud22t overseer. Hovcver, this responsibility cho'sld apply only to 
the external relationships of the bureaus and offices, not their internal 
orpaniaation or modus operand!. J 

3. ".-.ecountinp. The Comptroller develops, prescribes and 
supervises the execution of principles, policies, and procedures to be 
followed in fiscal (includir.5 military and civilian pay), cost, capital 
and operating property and in working capital and management funds 
accounting throughout the Department of the Na\y, whether appropriated or 
nonappropriated funds. (Nothing herein shall be construed as divesting 
the Chief of 2Javal Operations, the Bureaus and Offices of the Na’y 
Depaxtment, and the Headquarters U. S, i'larine Corps, of their authority 
and responsibility with respect to inventorj>- control, the determination 
of stock levels and distribution, and the physical imems of property 
embraced therein.) Tin other w’ords, the Comptroller should have no say 
as to how the money will be spent, but he will be the final authority 
when it comes to the decisions as to the most efficient, effective way of 
maintaining the books and accounts. J These accounting systems are 
designed to provide full disclosure of the financial results of operations 
to meet the requirements of both internal management and external agencies; 
adequate cost, obligation, expenditure, and other financial information 
needed for management purposes; and reliable and prompt accounting data 
furnished in a manner useful for preparation and support of budget 
estimates and in execution of she budges. J_This specifically spells cut, 
and amplifies the general needs of the first sentence of this section.j 
The Comptroller is responsible for the development and coordination of data 
processing techniques and applicasions to a single integrased accounting 
system and associated reporting systems throughout the Department of the 



'blar.che to probe into 
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Kav'y. [jThis docs rot pivc the CoE.pt ro.hlwr 
dr a processinc, but only into those areas of Ilaval data processing which 
Eay have financial accounting applicatior.3._j He is further responsible for 
developing policies and procedns’es for industrial fund financing of 
industrial or comnercial-type activities in order to control and account 
more effectively for the cost of work performed. j^Again^ ohe bookkeeping 
function, including the development of policies and procedures insofar 
as keeping track of the money is concerned. j Charters for such industrial 
funds must be approved by the Office of the Secretary of Defense and the 
Bureau of f'e Budget. TAnother area where the Comptroller cannot 
approve the establishment of funds (a line responsibility) but can only 
monitor them, after approval of their inception has been obtained.]^ 

C. "Progress Reports and Statistics. The Comptroller is responsible 
for the overall formulation, establishment, revision, and execution of 
policies and procedures for the coordiruition and control of Havy-wide 
information systems as a basis for statistical and progress reporting for 
the Secretary of the Havy and other top management personnel in the 
Department of the Ha\’y and in the Office of the Secretary of Defense, in 
order to enhance the utilization of available resources. ^In this area, 
the Comptroller has been delegated full line 'Responsibility and authority 
from formulation, to execution of policies and procedures.^ Ke provides 
a focal point for the receipt and review of requests for Na'.'y-wide 
statistical data received from the Office of the Secretary of Defense and 
from other Government agencies and determines the appropriate statistical 



11 



Ibid. 



date. ..o oo usea in paoparat-?oa o.C ar. cfricial roepo.ese. 

I^rnie is a natural dollc’./-ap to x.he r^cpcncibility of ar is section 

and lino auth-arity is iiupliod ’..'ith n ^ use of -be uor-. "detoraino."^ -he 
Cor.p. roller provides the nachanisn for .-tatintical clearance of inforl.^a^io.. 
released outside the Dopartnerr- of the ho-'^/y to assure coor-ination and 



;onsistency with other data 



ased. He coordinates statistical 



reportin;2 when two or more ’ourcaus and offices and Healr_s-.rcor.i U. S. 
Marine Corps are conceri.ed in order that a single consolidated Departi-ent 
of the Havy response can be completed."" TF’erther elaborations on the 
statistical focal point concept.^ 

D. "Auditing- The Ccmporoller develops principles and policies^ 
promulgates procedures, and conducts audits. PThere is a delegation of 
line authority in the two broad audit areas indicated hareafter.]J These 
audits are of two types, internal audits of all activities wcLthin the 
Department of the Navy, and audits of the boohs and accounts of private 
firms which are actual or prospective contractors or subcontractors of the 
avy. Qlote: Since the preparation of this paper the contract audit 
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function, which accounted for approximately 6<yfo of the audit business, has 

-L3 

been transferred to the Defense Supply Agency -j Internal audits are 
designed to provide a service to management through independent and 
objective appraisals of controls over, and accountability for all funds, 
property and other assets for w^hich nhe Navy is responsible."^^ pThe 



12lbld, 



^^Personal interview ■.•.■'ith Captai.-: Fran.-; 3. Grubb (SC) USN, Assisi 
Comptroller for Field Activities, February 3, 1365 . 
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'Navy Comptroller iianual, on. cit. 
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internal audit is a peculiar ccabination of line and staff; line because 
the authority to probe is coinplete^ but st fb in i:hat the authority to talce 
direct action upon the findings is lirrj/oe... b., jorniriondaticns should be made 
upon which an enlightened command should take corrective action. If such 
action is not forthcoming and/or there are disagreements on the 
recommendations^ the problem must be carried on up the line chain of 
command until resolution is obtained. 

E. "Financing. In coordination with the Office of the Secretary 
of Defense and the other military departments^ the Comptroller establishes 
policies and procedures governing the administration of the guaranteed loan 
and advances payment programs which supply working capital to defense 
contractors for performance of supply and research contracts.""^ 
financing area has line authority and responsibility, but since its 
operations are external to pure Naval functions, the line authority is 
directly imposed upon civilians rather than other military. _j 

The Naval Comptroller's Manual lists as major functions several 
other areas •which in the charter ■were originally prescribed as subfunctions. 
However, evidently these areas iiave developed through the years to the 
point that they realistically may now be considered as major functional 
areas. These are the determination of civilian manpower requirements, 
program analysis, and financial organization and related managerial 
procedures. I suggest that the first is a pure line function and the only 
logical reason for placing it in the Comptroller's organization is thao 
it does involve control of resources, i..e., civilian manpo'wer. Since 
determining o_'.d allocating civilian m'’npo’wer can directly affect the success 



^5ibid. 



or failure cf lire oper:roiorai -^so:o: 



;l.t to correlate this 






rts to insure an optimum balance 



:viev is understandable^ 




responsible for a program must be given the responsibility no determine 



the requirements for said program 




budgetary proce 



And again if this analysis is directed at the pure 



costing of programs as veil as an analysis of possible duplications 



overlaps^ and time-phasing difficulties, it is a staff function* As the 



Manual says, ”The program analysis function is performed vith the 
perspective of keeping top management informed not only as to current 
status but, also as to projected status of basic program objectives, 
plans, and schedule s . 

The final function is the relatively simple one of developing 
standard organizational patterns for the various comptroller echelons. 

Summary 

V* 

It has been establibhed that comptrollership is a staff function, 
a service adjunct to top management, and in this light the Charter and 
yianual of the Comptroller of the Navy have been examined vith regard to 
the proper, most effective vay of performing the incumbent responsibilities. 
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The only statutory function '.rhich ccor.s to oo nuro line is tr.e 
civilian mnpover allocation — all of she other rcsponsibilitie 
be attained tlroujl. the essence of c,l\icc anc consultation, i. 

I thinlc the future o'f laval Comptroller ship lies in th; 
of sem’’ice. The scope of this future vill be examined in the 



one of 




concept 

rollowinti 



chanter 
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Can ccmptrollership in 'che Kavp' founder ti.ircu£;h ef'^orts to 'vricid 
line pover^ in lieu of providing extensive services ana utilizing a 
"salesennship" approach? experience has been that persons occupying 



positions regarded as "staff" generally lose managersent ' s ear vhen they 
atteripT; to force their ideas ana advice upon the line echelons. This 
tendency tov^ard "deisand" rather than "advice" is an ever-present danger 
inherent in staff jobs. And there is only an extremely fine line 
separating "demand" from "advice." 

VJith specific reference to the area of financial management^ the 
Secretary of Defense's Advisory Committee on Fiscal Organizaticn and 



Procedures stated: 



Mai'Cimum effectiveness of financial management is achieved 
only ■'■7’hen it is fully integrated into total management and is 
tied in with other aspects of management, such as effective 
manpover utilization, full utilizution of industrial engineering 
techniques, and vigorous inventory management through modern 
merchandising methods where applicable . The financial vieu-point 
should be one of hne factors on which nolicies and decisions are 

V. 

made. The head of each organisacion has the ultimate 
responsibility for sound financial management, bat he should 
delegate the authority and assign tin re sponsib ility for 
leadership in this area to a professionally qualified member 
of his staff.^ 



^U. S., Cffice of the Secretary of Defense, Advisory Cermnittee 
Fiscal Crganization and Procedui'os, Financial i^nnsrement in "he Dena^tr 
of De'^ense , 195^ ^ p. 8. Italics mine. 
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I : _1 - J‘i.c^'"c \f.-0 ^^s'/oC. in uhG 

comptroi^lership area^“ inc cor-oonsu^ (p..r'.^c Jlarly*^ "but not cn^-aoively 
aaon^ line officers) seenc no Ov. thon tic po'.rer of comptroller ship in 
stealily de^' ■'ninp. And thin is in'in.--rs«:n.idabl3, for t'r . _i..w officer is 
accustomed to enertin^: line autl.orityj his is not normally the posinion of 
persuasion and pure assistance. Therefore when occupying s-ch a poeitio-^ 
thus having his natural tendencies thr'arted, he woel^ attrihuvC this to 
a "decline of power ncithin the organization." 

Under the "staff /service function" premise^ I contend that this 
"power," if, in fact, it did enist, should not have — and if this "power" 
is now draining out of the organization, this drain does not indicate a 
decline, hut rather a realignment in the direction of support to top 



management . 

A former Comptroller of the Uavy indicated that a major weakness in 
the financial management system was not so much now the work was being 
performed, but more appropriately that management personnel, perhaps 
because of their concentration on operational matters, often did not use 
the financial and other information placed at their disposal."' It was tils 
observation thiat, "Comptrollers have a major responsibility in this 
connection. Many times, management personne3^ simply do not know hoxv’' to 
use the financial information that is available and the comptroller's job 
is to assist manager.ent in this connection. The lack of well- trained. 



^Office of the Comptroller of 
Management Class of 19^5 ^ George VJash 
Personal interviews \r±th selected off 



the ha". anc ha'/y Graduate Financial 
ngton University, Washington, D. C. 
,csrs. January-Fobruary, 19^5 • 



J. Sinclair Armstrong, "Finu'.cic.l Management in a Military 
Department, " Speech delivered at the Inlaetrial^College of the Armed 
Forces, Washington, D. C., Uovenber 6, 1958. 
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effective ccraptrcllorG^ c.blc *oo \roi\^ olo^uly vi'i 



■:orscn. . 



has undoubtedly been a factor in the jicw advance in ps^uuini r.ianaccn.jnx 

I t^'i’ 

to nal^e better use of financi^.! resc-r^e^. 

So it see 'chat one of the ” r inary future censiderations nu; 



; 'V' rx 



to utilize eoz:;^trollerol.ip on tie baoio oi ce'r'/ice , not cont'^ol , to Ilaval 
operational rzinarerc. 'This iaea can only be cold by concrete dcnionstrations 
of the worth of the product, ana by net dcaanainy the acceptance of the 
product but by malcinz it inai opc-nGable to real Eianaycaent effectiveness 
and efficiency. In a corenercial situation this contrihuaion car. nore 
readily be seen thnrouyh increases in a corporation's profits, a portion 
of which can often be attributed directly to the work of the cosiptroller . 
However, in the military situation, this is not discernible. A report on 
financial raanacement in the Dopartieent of Defense said, "A financial 
mnapeaent system should not only be useful to command but sho'uld also 
provide assurance that limited resources will he utilized most effectively 
in terms of national policy. A. major problem is that of attaining 
harmonious balance betvreen the normal commercial concept of management 
■with profit incentives and emphasis upon efficiency and econcim^, on •'Che 
one hand, and the military concept of logistic adequacy, on the other. 

One area in which Taval comptrollership may demonstrate its 

o 

worth is in Congressional relations. Congress can be compared to a 
corporate board of directors. It is to this hoard, that the Ka'vj’’ must go 
- ch year to obtain funds. Often, the^e appearances have proved 



^Ibid. 



S.^ Department of D^yensc^, i-bna^ement i:: 

Departrent of Defense; the >.^eport,~I.oveubor , 19$^ > P* 
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embra3sin3 c'/en ciuc u. lack 

presentation, Cc'ciptrollcrship cannoa c^e pcrs 
provide the proper cost infori'a’^cion^ financial 
repv>rts which woula rend to t:,±ve the ConprcoO t 
verify that the nation^s nilitar;,^ exponoiorrcs 
are oeing conducted in an econcriical;, effective 



of 



onalitieo^ hut 
control^ ana t 
he assurances 
and firanciai 
husiness-lil' 



. the military 
. it can 
i.-ancial 
nee 'ea to 
r e o ui r erne n i s 
:e manner. 



But apain^ it must he stressed that to he accepte:. hy top 
the Comptroller must not make lire r^nafement decisions^ hut must 
help to provide the wherewithal! for these decisions. 



management^ 

only 



In commenting on this^ one bureau comptroller conceded that 
some of the blame in this area rests with indecisive line 
officials. He pointed out^ however^ that under no conditions 
should comptrollers malve such decisions. Rather^ they should 
contribute to the decision-mailing process hy such means as 
reporting and analyzing recent operations^ \rtth variances 
from standard^ and other areas requiring corrective action^ 
noted; and indicating different methods of reaching a goal^ 

\r±th supporting data supplied to assist line management in 
reaching a decision. 

The assumption of line manage...unt * s jecisicr-making 
responsibility hy certain comptrollers undo'dbtcdly contributes 
to the continuing misconception in oome quarters regarding 
the part played by a comptroller in the area of control. As _ 
stated in the original instruction restablishing comptroller ship j 
anc. frequently in later official an^ unofficial tnritings^ the 
comptroller does not exercise control in the sense generally 
associated with this term^ although he does contribute to the 
control process in his capacity as advisor in financial 
managemento We repeat ^ decision making is line management's 
job. The job of the comptroller is to ad'gise,*^ 



There is to be sure^ a measure of truth applicable here from liary 
Parker Folletfs “Illusion of Final Responsibility^ but this in no \zay 
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exercise 



.:ov on^y 



the destination be hnown, but lil.e’iil^e a:r^ rocks and shoals should be 
identified. 

One of the rocks to be avoilCvlj is for ohe coiaptroller to cevelop 
a keen uisderstanainj of lids responsibility to nanayenent. Ec h.s'uli not 
become so involved in routine perfornsunce of ninimnu respon'-ibilitie.. 
that he fails to understand an^~ appreciate the broader problem- of top 
Eianapcment. Ke should not vait to be called on^ but sho-uf.- cnercise 
initiative^ vudynent, and a dejree of salesmanship in brinyinp appropriate 
information to the attention of isanayement. This involves looking ahead 
constructively in uncovering^ illuminating and pursuing areas consistent 
vhLth overall goals. In this '.ray the comptroller will develop a servi-e 
attitude by becoming concerned with rcaking management's job easier and 

Q 

with taking some of the guesswork out of decision-making. 

shoal to be avoided is one alluded to earlier ^ i. e., becoming 

so impressed '^ritli one's responsibilities that a posture of exclusive. 

jurisdiction in the area of financial management begins to emerge. Ttis 

assumption wi2JL lead to a resentment and resistance to financial 

o 

decisions made by others, thus effectively inhibiting necessary line/staff 

g 

cooperation and mutual confidence.^ 

With the advent of Secretary of I>efense kcEamara and the Assistant 



^Bureau of Naval Person.'.el, ] c.~m cit. 



^Ibid. 
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Socrcv:.ary of Defence (Cuc:otncij.-r ) , C. 
"cost-consciousnecs, " ''Five-Year Fore^ 



. fieeh^ c-c . o.. ’...c an 



> ^ 4 ~. 1 ^ f, 1 ^ ^ 0)0 * * 



etc. began to be commonly ucod and tl ey aoinm to a rev cobble -Icaticn in 
militai'y -inencial rrianagement techniques. Yhi.^ is an area alone th-.a •.roald 
be valuable to investigate. 3 u‘o, in is o.iough to say that in this era 
of sophistication^ and with the .lev scientific tods such as the 
computer, electronic data collection devices, ea al, it is viaally 
necessary that Naval Officers in general and Supply Corn.. Officers in 
particular become proficient in the use of these aools ana technique.. — 
and hopefully, finally become the innovators rather than the followers. 

Defense Comptroller Hiach foresaw this need in I961 when he 

stated, "Obviously, to carry out these tasks of financial management, 

new tools and techniques will have to bo devised. These include the 

development of valid units of measurement for material, manpower, and 

other resources, more refine^ methods of costing such resources, and a 

system for interpreting these data for use by all functional areas of 

,.10 

Department of Defense management. . . . 

There is also much that can be done towards simplifying accounting 
procedures in order to relieve the field operator of some of the tedious 
details now required in the preparation of records and reports. The old 
complaint of "bureaucratic red tape" still has much ’ralidity. .Again, 
uhis is a subject so great in scope that only a separate paper could 
examine it sufficiently. 

^^Charlcs J. Hitch, a talk bcfciv the .^^nnual National Co.nfere.-.cc 
of the Armed Forces Managemsnu Association, Nashing'ton, D. C., Mu’ch 1 , 

1961. 
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and a'-'^Tronriately deals ■’..''i'c.. all o ' "chc vai’ied classc:; o_' _c-re;-se 
activi’oias. 
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cor...„na or 



lo in to a jco.. :or'. a:,, or rnanaccncnt o-racturo. 

■oilect the neeco rn^ 10 airectly ■.o^fal :o 
acnt . 



1. It aiust provida tiio mechanisn for full coorJlnaiion 
beti/ecn proirarmin^^ budge 'Cing^ and financial control. 

5- It must see that budgetir^^ funding, acaour.ting and 
reporting are tied directly to the appropriation and fund 
structure established by the Congress. 

6. It must provide for effective yet flexible financial 
management. 

7. It must contribute directly to increased cost 
consciousness at all levels. 



8 . It m: 



ust oe Eimole 



ur- erstandable. 



9. It must be adaptable to peace, uar, and intermediate 
conditions, and to rapid shifts within and between these 
situations, v/ithout basic overhaul and v/ithout begging down.~ 

fide ranging goals? Certainly, but they are not insurmountable. 

/■Sid what is the culmination of these goals? When the Supply 
systems of the various milixary services were shovne as overlapping, and 
wasteful, they were combined to a consivl.erable degree v;ith the 
establishment of the Defence Supply Agency. If one can accept the staff 
premise of comptroller ship, it is not inconceivable to predict thau a 
combining of the costing, accorrreing, disbursing, auditing, and perha^.u 
even the budgeting areas, co^ld cons' ;*er 3 .bl 3 '- reduce duplication, and spe-e, 
un fne budgeting nroccss. 
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' coppc i;: 

comp... clpppc.'P? 

Historically and traai>yicno,l tro C'r.iaf 0 “’’ tie 



and r'.cco’Jitc Mac been called^ ".nc Pa, 



•-.r.stcr General 



0'^ Sanplie; 
rr." and 



Supply Corps officers the ■'uorl^u-over ha '.''0 pone oy the nichnc:'.e, 'Pay. 
As has ceen sho''.m by the preceuinp chapners^ these appellations are no 



lonper appropriate — dbouv. -he or._y association vith pay tint today's 
Fayinastcr General ha.s. is to ara'’ his o'-rr. every other ’.•.’■eeh. Apain, in 
the prece^-inp chapters, research into hov this situation car.e about has 
been transcribed. Phe parameters have been prescribed and the future 
of Haval Comptroller ship in poneral has been outlined. Hhe remaining 
q_ucstion to be examined is how can the Havy most adequately fulfill these 
responsibilities. Phe '.Pnite Hepoi't on Financial Ifenagement in the 
Department Oj.' Defense indicates that, "the most significar 



personnel for the financial management 



continuity. 



ability, adequacy, ana 



Ability 

In addition to the generally accepted abilities required of any 
good manager, i. e., a hnowle-.^-e of h relcMons, leadership, intellect. 
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abiliti^w.^ Ir.vcc. ba>^ ^bv^rctaat^ fo'^acr Chairr-an of 

the .^ar Pro^ucv^ion Loaad^ ' a n^^or ^rcaitect of uhe A.Vija l^^r'/icoj 

Unification Act of 19’-:9^ in toocimoiT’- before the Senate AxT_^ Ser^/ices 

Subcoienittee^ said^ "The exact func^ione and duties of ccnptrollere in 

civilian lifw vary sonevhat. . • . But Tiulo IV gathers up rnost of these 

functions and puts them in one basket and puts that basket on the desk 

of the Comiptroiler of the Department of Defense. "3 

And in answer to a question as to x^hether experience in 

accountancy is a necessary qualification for a comptroller^ he replied^ 

"It would be very difficult for me to sec how he could possibly carry 

it out \rithout that experience. I believe the question is ocmenl.at 

similar to asking me whether I think a knowledge of grammar is essential 

to a professor of English. . . . he ^a comptroller]^ should be a man of 

broad experience in fiscal ana accounting matters^ gained^ let us say^ 

initially in civilian life and should also, through a period of 

preparation, have obtained seme knowledge of the way matters are handled 

,1 

in the military. xn testimony before the -^^ame Subcommittee, them 
Secretary of Defense, Charles E. Wilson, ameliorated Mr. Uberstadt's 
statement by saying that he didxi^t trink iu vj.s necessary for a man to bs 
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Oororo tarln^ O-- <: /-• *^'i. -- ^or._ 

or o::o of ccm/ooc 
f '* see."' Cr ""'ooi '"■'o.t ioo ' ' * frcc' 
critical points ic that aho person sclec'ced for the ascip-xcoa Pn the 
field of financial jaana^orxna]] have oaffioicat accour.aing and financial. 
ability to do the ^ob. The tecnnical problcxs are ouch that only the ncor 
able pv,roons should be peraioaed to u'ora on then. ’ 

"Personnel toe often have been oclectcd on a ba.:.io other than 
technical ability, 

-llthouGh the present aeputy Cc— _.trolicr of the Hear Adniircl 

Morris A. Eirsch stressed the point that his job is basically one of 
mnaieaent first and finance second, he did recesnize implicitly that 
tech.nical financial h.:cwl3dj;e t’-ao also a rec'uisite. 

It can be presumed that all senior laval officers, whether line 
or staff, have equal opportunities to dc:'clop tare managerial shills, 
and that therefore, there is an equal percent;.^ge of good managers in 



--Ibid., p. 117. 
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... tnat tne 
V. 'technical 
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..cillo o 



nance 



c.nd- acccLn^ — 



nanacerial and financial ability can c^ Joana ohroujhout the tucineco vorld, 

thu^ th^‘ ha\^y hac a civilian co-"ce fon ^' 0 ‘w^n:ial corAv '.roller j. Hc'.:ever^ 

it is doubtful chat sm'ficionu hich-cal- 'cr fli^ncial aa coulu be 

lured into the ^cver.rL..ent. Thin is n^r :.lculcjrly true av xlu Hold end 

staff level. Foruer Secretary of Dodense ^-\ob^rV A. Loveut yr..centev.. a 

strong argument for the use of military j..en in all comptroller posinionc 

except that of Comptroller of the Department of Defense^ and Comptrollers 

of the three services. He empliasizeo. that normally a professional i>cl-.ier*s 

training does not fit him for comptrollership functions^ ana recommended 

the establishment of a special corps for financial managemes.t vith its 

own promotion potential. fcTo Lovett did rs.co^^nize that there were already 

speciality corps in existence and specifically citv.^ the Naval Supply 

Corps as an example. His argument for military comptrollers vas based on 

two points: firsts to exclud;, the milicary would brand them as 

untrustworthy in the handling of fund:, ana would invite mediocrity if 

the exclusion were based strictly on the wearing of ^he ’uniform; and 

second^ if the military organizations are to ijave responsible fi:._ncial 

imna^ers ^o^wti the chain into th^ fields the chain must also lead up and 

9 

the enc should be the top. 

Recognizing then that positions in f.^val financial management 
..hould be filled by persons that have ■‘’n...c:-j . ^ .enuired basic technical 
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the top job aovn to she ... nllest "■'*g 1' billcx co.n best be 

pply Corps oiticers. Ticy hove the basic train 
roano. be.^c to carry out coaotroller functions most 
ef-f-cti'^ely — the li.:e officer doesrVt. Tney have chosen as 
'v..eir life work to opecialiae in a field vhich encompasses 
conptroller funcxions — xne lire officers haven *t. lo rr.e its 
ist as sinnle as that — the -fevy cf '"icers vho by xrainin'^. 
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cut these functions as can those x^ho have.* 

Tnis theory is substantiated v/hen one examines the fiscal 

operations of ships and smller shore activities. Tnese kaval enxi.ies 

not have comptrollership oryanit :tione as such. For these cases^ Unixec 

States kaval ile^^lationS;, winxc.' Jutic... of thdySupply Officer includes: 

ho Oisbursinp Gov..r: - bux when xhere is an 

sistant for disbursing ‘k’. a Supply Cori 

:fj 



Officer]] the supply oi'f..s^x- chakL relieve.:, by the 
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